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DISTRIBUTION OP FINANCIAL ACCUMULATIONS OP, STATE-BNTESPRISES IN dllNA 

£ Following is the translation of an article by N. K 
Pbblcrisltif inJPinansy SSR, Noi 4rMoacow« 196lv  ■■-;/':'J;,"'^''- 

■•••  ' ;pagÖ*C 70*76,,y".. •■';■   ,   ...      •       :---)"  :,-M;-   •:<■-,■:-■•.-_   Y',^. \.'' ■ ■ 

■'■■•■"'■the Cfe^»:C:"^^^l'^'-tw«j'tir the guidance of the Communist Party*... 
are successfully Stt^toünting the centurylong economic backwardness . 
of the cpuatryv/'-'A^^i^rful;»^^!» industry is being created, ahd the , 
socialist 'relaiioiisliipi H«^become'.fiikif-&4$ablis$ed4%the-.village;' 
The •■■•otiaf-list ; system'^f production prämea^s-;ail^br^hea^ciifthe - 
national ^co^my.  "Niitidhal, sb$iali|t p%;jiferty occupies-, •|i.dortihirtti . 
positiön^in/inaüstfy, transportation, /titoieHUkt ^rocÜreoi^-i^^h^<.v;- ■.": 
standa^'-pf^liyingVof ;the people it ^teadiiy risirigand the cultural .... 
revolution is blittg c^ucted dn a ||^de fwnt* - ^•v..^'.. V , . 

"" ■ "■   TÜI Siai* Budget of China is a vivid generalised ^expression-?,'-, 
6$ the. »ticci#sfdl building of socialism; -The rapid tetnpos of devel»;.,:' 
opmertt of all the^branches of the national economy asaure ita;atieady 
expansion, which is evident from the following data: 

illllHlll'l    «I...       I.i      III.      ■     l"l.      II    I         '   II     l' »nil     Mii'l'll'i II   II'II Ml   '    " il      llilt IN   -.i '| ill. 'I' ? ' 

■••'■■'•■ .: '■•■''■■        ■' "/ .1 ';■■;•..■■'■'■'' ;•■'■ . ; '    .■"■ '"...■: : .."■''■■;■■■■.. ,■--,.,,    • A   • t     ■ '    • 
!. Year;      ''Revenues *    -. Expansion.     . Expenditures Expansion' 

::;.'--":
:(E«illion yuan),,.,.. . '..'in %,[..■_.'.i   (million yuan) ...,,'/;Un'% ." 

1950  .':'•,.        -6;5l? ■_.   100.0;        '"'"/'^ 6*$08       ."' ' /   '100|;' 

1952 17,560 269.4      ,. 16,787 '246,6 

■1957- 31,019 -';.::.'   475.8 ^ 29;,029 Y ^/.' 426.4. 

1958;'  .   '.''41,863:';-•'.'.,',   '.   .642.2 ',.,'   . ,'40,964 'f ,. '!'/ '. ','601.7:.., 

1959 ;. .54,164 ,',•■'.■■•  '_':,'   ,8.30.9.": "",/';V';;5^,771 ' '•..':.    '   775.1" 

I960**      :   70, Q20 ;'1,074. l'   :V;\.;;70^Ö2Ö;\. 1,028.5 

♦Without transferable budgetary balances. 
♦♦According to the established budget. 
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The social economic structure of the state budgetary revenues 
and expenditures underwent a radical change, which was brought about 
by the accelerated tempos in the expansion of the national product 
and the national income, the expansion of socialist production rela- 
tionships as well as the development and perfection of national 
property. 

At the present time the receipts from the state sector perform 
a decisive role in the Revenue portion of the budget.    In 1950 alt the 
payments made by the itate enterprises accounted for 31.1% of the 
total budgetary revenues, whereas in 19S8 their shate increased to 
83.9%, and on the basis of the plan for I960 they reached 93%.   The 
profit taxes and payments according to the unified industrial-trade 
tax in 1959 amounted to 83% of the,overall revenues of the budget, 
and in 1960 they accounted for no less than 86%. ►«■•., 

The significance of the stat£ budget as a source of financial 
support for the expanded socialist ^oductionincrealeö considerably. 
In 1950 the expenditure^ In inatiöÜa'l economy and social-cultural v 
measures did not exceedv^i^whereäi in 1958 the share of expehdi^ 
tures for that purpose» including the allotment for consolidating the 
credit resource^ of the People's Sank,: increased to 78.7%;    In 1960 
almost 82% of all the funds available to the state budget were chan- 
neled into the- national-economy and the social cultural measures. 

Appropriations for capital investments account for a large 
share of the state.budgetary expenditures? during the First Five Year 
Plan 49.3 billion yuan, or 37% of all budgetary expenditures, were 
spent for that.purpose, in 1958-1959—48.1 billion yuan* or alraost_ 
52% of overall expenditures made-during those years by the budget.* 
At the same time expenditures for administration and defense of the 
country decreased sharply j, their share in the state budget decreased 
from 60.8%" in 1950 to i2.7% in 1960. 

At the same time the net profit (supplementary product) ere-, 
ated in the state Sector is the basis of the state budget of China and 
is a decisive arid a steadily increasing source for financing the 
expanded socialist production. -Net profit assumes the following 
forms:    profit, unified industrial-trade tax, and a Aoca^l supplement 
to that tax.    The major part of the profit is paid into the state 
budgetj the balance is used by the enterprise for the satisfaction of 
certain requirements. ■• t 

The unified industrial-trade tax is a centralized, source of 
net profit for the state, i.e. that part of it which is fully concen- 
trated in the hands of the government to be used for national needs. 
The local supplement to the unified industrial-trade tax, which may 
be imposed by the local governmental organs in amounts not exceeding 
1% of the total tax does not differ from the net centralized profit. 
The difference consists of the fact that such funds are used outside 
of the budget for the satisfaction of local needs in the sphere of 

♦In China capital investments, stipulated bythe'state plan for the 
development of the national economy, are fully covered by budgetary 
appropriations. 
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economic ä*tf cultural const fact ion, 
3t*e '.difference' in-the for« of distribuiibn of the pure income 

does notalter Its social-'econoraic content as the cost of a product 
created bysupplementary labor for society, whose size depends on 
the growth of production, product sales, and a decrease in its cost 
of production, .■.■■-<.■•,■:. 

The expanding net profits of the state industrial enterprises, 
transportation arid co#nunica*tionf trade and procurement, as. well as,,, 
of the o^her branches of the national economy are characterized by   ' 
the following dataj* '■ 

Year 
Overall ■ Exparir» , 

■ sura •':- •   .' sion ' ;.:. -■■■■:■'■ 
(billion in %      Amount; 

yuan) ,;  (billion 
-.■■   yuan)/ 

Revenue 
J. 

unified industrial* 
■ -trade tax ''■'■■■' 

Expah- Share  Amount 
sion   of    (billion 
in %   oVerall yuan) 

Sum, %   ';' 
dUfa 

Bxpan-   Share   . 
sion  ■' *of .•■:'.■•.! 
in.%; '•■■"overall.' 

■,|'■''•■'■ --''.sum;, ■■%•■ • 

1957 .'■:. 21.43      100.O :    12,29 100*0 57.4-9,14        100.0      42^6 

1958 ;34.96      163.1 

1959 47,83      223.2 

I960' ■,-VV'!-;; .-.<-::■■: iU 
(planV   63.96      298.$; 

22,82        185.7 

33.1P .,; 269.3 

..4.5..;?1:,, 13709 

65.3      12.14 

69.2      14.73 

71,5 '•• l$..Z5: 

132.8   '34.7 
■■'■ ;   '. "      .:   ■)•■' 

161.1   ,30.8 

199.7      28.5 

The share Of the uni?,feä^lhd'üstrial»trad,e,;täx;.«dtK'cbnsidera« 
tion for the profit by the>e^ple*s Bank in the ayekjill' net profit in 
1957 amounted to 4.0.7%, in l959-*28.8% and according to the plan for 
1960--26.4%.    r •■,■■■ •'■'..**■:'«..',''" ' : •"■ '■• ,   i't'j. ' '     *'-,"'; ■■' 

The rapidly growing net profit of the state enfer^rises1'as a 
whole and the relationship among tihe forms of its distributioh are ( 
conditioned on the one hand by the growth of the quantitative indices 
and their reactions and the decrease in the withholding* in production 
and circulation, and on the other hand, by the financial-economic, 
peculiarities of the inter-relationships of the enterprises and the 
state;   The gross industrial production increased 2.2 times in 1959 
by comparison with 1957, cargo shipments by railroad increased almost 
twofold, the retail trade turnover—almost by orte-third and so on. 
The profitability of thejmachine building and the coal industry, of 
the state trading and other branches increased during those years* 

The peculiarity of the firiancial«*economic inter-relationships 
of the enterprises,' which are functioning on the basis of economic 
«■—■»«*mktm—IP*IW 

♦Excluding the profit of the People's Bank; the unified industrial- 
trade tax includes the local supplement. 
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Jen«, operational "Pff ^- "^'J^fwfe* turnov" ^nds fot 

times in 1959 as compared w1*1».19^' ^ _ rreated and perfected in 
The system of taxation m China «^."^f^/^s it ion period, 

accor.ance-with ^J^\*^^S^^^^^  th* ***« the principal one of which was ^e |mphas«ea dev P* ^ 
sector and the^onstant trans orma ™ £ |£ ^ People»s Repub- 
the economy. Soon aft« the tor*?     ^  Pertaining to the Con- 

UTSS^ä Teaa! StfflWSS ££ «era eetabHsheo: «h. co.»n,o- 

int^\ri°nLafa£   2! Va* ™eActions, t**.o„ 

to further perfection; the ■»*»<«• ■££ r^^pfex systen 
PrlTC^1%„^:ZatTrheTiLnctJaccS«o»S of tW enterprise, 
was used to regulate tne rinane*a* %. h :ra-tefized by numerous 

the financial-economic "latxons ."Jgr SSi«cairt share of petty 
economy having many facets and a */™GT X+Iii 
commodity production which «"^M^JSi transformations in 

The successful accomplishment ofJ^*J"s;    «rapid growth and 
industry, trade and other ^Jf^'^^^lfated ^hat'tne'existing 
perfection of «^^^fS&v    factlf for the consolidation 
tax system is not a sutticienxiy ei ,   ,      . f the accumuiations 
of economic accountability and • ~b""fS£t     The necessity to 
made by the state enterprises under the, budget.   The nee 

;rn"2p7iro7l97oThe Government^^^,^^^2^« 
that income tax on wages and fees as «"•*;**£   levied to date, 
not be levied temporarily? these taxes are not being leviec 
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: simplify' an# imify them arose as^well- as th*-nesd:.tp jc^eatt;». universal _ 
system for the payment of taxes by the enterprises and to review the 
ihter-re^tionship iietVMten the taxable and<non-taxable method« of dis- 
tribtrtijag the a^piiAÄatidns, keeping in riind that, the function of ihe 
taxation system it to give the government the major portion of the 

'dwHt' profit'of the enterprises.        ::->.i':---. '■•';!,•.-:•:'..;..-;./.,, ■;.■■. ■■,,.»,.-. 
": '   '■■'' The first part of the ttifc^^'^ioiAificiti»:-^;!»*^^*^.,:;.: 
of the systew of taxation was resolved in Septe^er of 1953 when.the     , 
draft regarding the unified industrial-trade tax was adopte^> rthis 
tax unifies«   the commodity tax, the«commodity turnover tax» the,stamp , 
tax, tax rates ifor the taxation of the turnover of fiiiisfeed-products, 
of commodities and the receipts fro» nbnrcoramodity servicfssre, deter- 
mined on bases established ©n the amalgamation of four preyioiiSly, 

[ levied' taxes! taxes were lumped1 into a single payment and levy on the 
' turnover in the sale of commodities and the extension of nön^^modity :, 

' services.' '' "C •        v        ■- *:■••■■-;:. •■'.•,- -,'•'■•.-■-;"y •, -■. 
The alteration" of the tax system somewhat decreased ,-the sfgni-   ; 

ficahce of' the tax melhewf of distributing net profit of,-the state 
enterprises,'even :ttto^bf with' its aidri» pertain portion of,the net..; 
profit from all branches is distributed, that; fromthe heavy and light 
industries, railroad transportation, ete^t  A decrease 4» the signifi- 
cance of fche tax method of distribution «a* conditioned by itfe more 
rapid tempos in ihe growth of production and the sale of tht products 
of heavy industry that are taxed to a lesser degree without: a change 
in the rates of the tinified ''-UMiiat rial-trade tax*   At the Machine 
building enterprises under central jurisdiction the >sale:of,finished 
products increased 3.25 times in 1959 as compared with 195?i,the. 
profitableness increased correspondingly to .47.5%:as compared wijh ; 
39,1%.   Profitableness at the enterprises of-the coalvipdustry under 
central jurisdietion*amounted to 45i|g% ia& 1959 as compared with; 10,6% 
in 1957, with a consideration ofthe rise of wholesale prices, and 
.at the enterprises of the Ministry of tight Industry, it rose to 76.8% 

' as compared with 5"6.;7%Vr 'J"'-y]-'  ■"•."'■v:-.:\ ■■"•.'■' :;v.-;^ • ..•■■■;.   v-^: ^,,;■-,-•,>'. 
At the present time' experience is being gained in the applica- 

tion of the hew system ofÄtaxation for its further perfection, includ- 
ing an change in the level of tax rates.    '      ■■■■••-• ■■'■"*■ ;   -j 

The profit of state enterprises, whichiin,:1959 were transferred 
to the system of economicaccountability, was divided .into two parts» 

"i'j' deductions of up to 3.5% from the planned profit and 40% of excess 
profits, which was left at the disposal of the enterprise after they 
completed the state plan? premium and social-welfare funds ^or the. 
enterprises were formed on the basis of the deductionsj    2) the,othfr, 
part of the profit after deductions from the planned and profit,in 
excess of the plan and the settlement of plan losses was paid into 

.  the state budget in its entirety.     ' -v^< ■.-■•.,. 
The financial-economic inter-relationships between the enter- 

prises and the state which were formedi where-almost all of the profits 
were paid into the budget, and the expenditures for the expansion of 

•*5— 



production was f&urtc« by.the, b^udget, were b-^"^«»^^^ 
?ne need tö concentrate the,,financial resources in the ^ ^^ 

of fühds that are subject »Kleiu to the government,    up,™ . 
tt planned profits «f.an enterprise *»»t he paid *n b •£»££*£, ... 

w   *w» i<iHi A* *h^ 20th of the following .month. ,       , - bV ^ ra«\eopl^s provto'4»! committees, the autonomous re| ons and   : 
the citie   Shder cenlrai jurisdiction and the correspond lg «nanctal 
oreana are »iven rather comprehensive powers to meet,the state "quare 

P * " In order to »chieve:.a.mo" comprehensive development of .»"*"»_ 
tive ,na activity of ^.^^«J-f^f^SSf^ST^SSr 

certain purposes   .     -.       >^       ^ ,„, pcofits, established for a 
five year period! were determined on « differentinted basi» ««•»tee- 

' »1.2uSder the various .ministries and departments based on the., 
StfifzarfohVflbe ,foUowiW ^'^ToX^^JT^lx 
(1953-1957):    budgetary appropriations for technical organxz 

".'; 7 
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purpose*-:» 

the 
new 

measures t the assimilation of new types of p^ödüction^mewuresfor 
the protection of labor and safety/techniques; the acquisition of 
petty basic funds{deductions .&',',;the established, amountsfor premiums 
and deductions from profits in-'Areess"of ^he plan*   The deductions   ? 
from profits were established in the following amquntst    for enter- 
prises of the heavy industryr-?rom;?.SÖ%'Cthe Ministry of the Wood      , 
Working Industry)  to 28i<38% (Ministry of Building Materials)? for the 
light industry from 8v33% (Ministry of the Textile Industry) to   -■'■ •■;.«■• 
10.18% (Ministry of Light Industry); for water resources and.agri«.— 
culture—from 25% to 50%r transportation and communication from 6,41% 
(Ministry of Railroad-Transportation) to 50% (Civil Aviation Admits ?; 
istration) j  for the "enterprises under the Ministries of TrÄdf and '      >, .;* 
Foreign Trade—3.07% and 3.53%,      ■'■'.*:'■.:■*"•'' .-. ■,[''']!"' '' j." ::> "- 

. In accordance with the principle of utilizing the major postion 
of the funds for'production ;with a concurrent concern for the welfare 
of the industrial professional and office workers it was 'established- ,.:, 
that the deductions fro» the profits' are spent for the, foliowing ■  ■ :,-...»,. 

■„'rW For the four tyiieis o^ expenditures that fcr^to'Ve Wad«..by :;.,. 
i-ütirprises/which iiw|ude Expenditures for the acquisition' of;; 

new basic means * for the. conduct of technical-organizational measures» 
for the assimilation of hew. types of products, measures ^r the pro--; 
tection of labor7 and for the safety measures as well as. for the acquit,. 
sition of misceilarieous inventory and for,the constructiori of Simpli-. 
fied warehouses fbr'the trading organizations.   ; .,..,: 

(b) For the sett lemetit of; the gap 4n tvur no ver fundsr;;  • ■   - ■■   -;• 
■"''(c) For the' financing of capital investments..^" .   A   ";\'---''■'■.'?■:■-.,■. 

(d) For prizes iAi socialist competitions and for of her ptizes   <-, 
that are not included in the.wage fund,,,as well is for expenses'asso-, ; 
ciated with the welfare and assistance funds for the workers and em-:,; .,.,.- 
ployees, "who are in a difficult material position.    The expenditures, 
for -these Keasnres must not exceed 5% of the; wage fund ,o fa given ^v»', 
enterprise."".!;':::": "   ■/■   ■    -..  :,. ..  .. ...■:'.:■■■       .    .•?'•...^ W'^.V"^/"'  ." •''' 

.The deductions from profit may be used for administrative-    . 
management a'hd c'the'r' -non-productive expenditures./ ■.,'; ,, r   '       '■■" 

The Gövettimeht Council KNR (iataySkaya Narodnaya Respüblika— 
People»s Republic of China) also adopt** other decisions that prin- 
cipally regulated"the.method of using the deductions from the profit: 
the enterprises,and.ministries must compile a plan showing the receipt 
and utilization of deductions fro« profits, which in summarized form 
is presented by the appropriate branch ministries to the Ministry of 
Finances for incision into the state budget? deductions.that were not 
spent during the current year are left with the enterprises for.fur- 
ther utilization? when the indices established by the government, are 
not fulfilled by the enterprises the amounts of the deductions for 
expenditures pertaining to the matter of raising the welfare-of the.,, , 

♦Basic means in China include equipment, instruments and .other material 
valuables that function for not less than a year, and cost 500 or more 
yuan» •-■■■■•<■'■ 
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„+h. decreased accordingly.    The annual plan 
workers and employees must ^ '«»•«« * o£ ^ wrkets ^ 
and the. report K^W^^S^^-*-***** of the repre- 
emplo>yees and pf the -Pre^^^Ä^r at-other appropriate meet- 
sentaUves of the. «o.rkerj S&^§SSeSfed Into Capital production ; 
ings: - the. deductions., frpm prp S«J «»™      ä^pen* only sunder -its : -• - 
nuK be released to Jthe ^^^^TL Se olsis of these sums ate 
Ä, and tie.« <^^&&Ä?S the amort ization 
included into the baa je f^^f^äeductions from profits may ' 
fund is added to it;,the amqun; of *g°*    .„ prices, tax rates or 

utilization. . ■ o d>. in fuii on a monthly basis .    .. . : Thededuction^ are. usually, made xnrui actuaily re- 

„ithin the establish^ amounts f^^Xel^iZ of the year;  final 
Sved for the ^I^WiS?Al to the annual   ., 
SS^Ä Ä SÄ^flhTdeducted amount- in the- report . .. 

- --rre.^^.   .^^^Ä SÄ 
,pertained; to the en^erprisej gtf «°r£esand economic organizations 
Jurisdiction,    As  far, asi the enterprises^ a resolve the prob- 

, S^ij^i^^'^/'-^S6^ oft£ deductions «as delegated 
S pertaining to the ^H* A"^£Lile provinces». autonomous 
to the People's Committees, of ^jurisdiction.    Oh the «hole a method 
regiohs an^^t^8 ^St-ff^/the enterprises and economic Prgäniza- 
of deductions from, profiteer tne en      y    atialogOUS to< the.method 

freedom in spending «fJW;. -   tlofl ■ of the new method of deductions 
As a result o( the W"Mt^lffi     t portion of the profit 

fro- profit, starting f& »f £££!Ä\*>1. sUgh.1* hi?>:« 

, *       »eduction»'f-pW» ere characterised hy the Ml**«data: 

Year Total 
Sum( bil- 
lion yuan) 

1958 
1959 

,19&.V-Vtt6": 190.8      ^      4,250 194.9 
170.0 

(plan)    ,5,666 
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The major portion of those funds is channeled into capital 
investment connected with the acquisition of equipment, the expansion 
and reconstruction of the operating enterprises and the construction 
of new projectsi Expenditures for those purposes are made in addi- 
tion to the provisions of the state plan of capital investments and 
the appropriations established by the state budget on the basis of 
plans, adopted by the ministries and branch organsofthe provinces, 
autonomous regions and cities under central jursidiction, as well as 
by the enterprises themselves. 

The practice of establishing and utilizing the deductions from 
profit along with the rapid development of a number of branches called 
for some further refinement of the existing order. In order to 
assure a more efficient utilization of the material, labor and finan- 
cial resources, to be able to concentrate mqre forces and funds on 
the task of fulfilling the state plans and especially for the building 
of most important projects, it was established at the beginning of 
1960 that capital investments based on the deductions from profit may 
be accomplished after permission is obtained from the state planning 
organ. In that manner these funds will be used with an even greater 
effect and rationality, inasmuch as capital construction on that basis 
must be included into the national economic plans and in the plans of 
the local People*s Committees with the establishment of expenditures 
in above-limit and below-limit construction in the proper order* 

Starting with 1960 deductions are included into the summarized 
financial plans of the provinces, autonomous regions, cities under 
central jurisdiction and of the country for a unified active balanc- 
ing of both the budgetary and non-budgetary financial resources. 

The portion of the profits that are left in the economy, their 
use mostly for capital construction and other productive expenditures 
signifies that the enterprises and the economic organizations settle 
not only production expenses and turnover expenses, but also partially 
satisfy their needs in funds for expanding their basic activities on 
the basis of their profits and on the basis of receipts from the sale 
of products and from services. 

The perfection of methods regulating the distribution and utili- 
zation of the accumulations of the state enterprises and economic 
organizations and the financial economic relationships between the 
enterprises and the economic organs with the government are designed 
to consolidate the principles of economic accountability and the 
economic regime. 

10,107 END 
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